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COMMENTS OF GTE

GTE Service Corporation and its affiliated domestic telephone companies
("GTE") offer their comments in response to the Commission's proposal to
establish a separate rate element for operator services under price cap
regulation as set forth in the above-captioned Notice of Proposed Rulemaking
("NPRM" or "Notice"), FCC 93-203, released May 26, 1993.

The Commission proposed that a new category be established in the
traffic sensitive basket to include rates for operator services, consisting of
operator transfer service and line status service. The aggregate operator
service rates would be subject to the same banding requirements that currently
exist for other baskets and bands. Specifically, these rates could move up or
down 5 percent per year adjusted for changes in the Price Cap Index ("PCI").
Without much elaboration, the Notice tentatively concludes that the operator
service rates warrant a separate category. (Notice at 4). For the reasons
stated below, GTE opposes adding another service category for operator
services in the traffic sensitive basket. Instead, GTE recommends that operator

services should be placed in the existing information services basket.
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An expansion of the traffic sensitive basket for operator services { lustified

GTE opposes the Commission's proposal to add another service category
to the traffic sensitive basket for operator services. Adding yet another service
category would undermine the original objective of the Price Cap rulemaking of
simplifying regulation and would further decrease the limited pricing flexibility
granted to the Local Exchange Carriers ("LECs") under price caps. In creating
service categories, the Commission originally attempted to strike a balance
protecting the ratepayer and affording the carriers limited pricing flexibility. No
such balance is presented in the NPRM.

The Notice simply concludes that creating a new category within the traffic
sensitive basket for operator services is "necessary to ensure that price cap
companies do not have unlimited ability to change prices for these services in
relation to other traffic sensitive or interexchange rates." Notice at 4. GTE
believes that the proposal overemphasizes the concern that the LECs will
subject ratepayers to "precipitous changes". GTE's rates have not changed
since the operator service rates were initially filed. Adding a separate category,
while limiting increases will also serve to discourage future downward
adjustments that may benefit the operator service customers.

While expressing concern for ratepayer protection, the NPRM ignores the
issue of carrier flexibility. In an environment of increasing local exchange
competition, such LEC pricing flexibility is essential. As recognized by the
Commission in its Memorandum Opinion and Order, DA 90-783, Transmittal No.

1874, May 31, 1990, granting Southwestern Bell a Part 69 waiver to offer 0-
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Transfer Service, there are competitive alternatives for this service. Specifically,
the Commission found that "0- transfer services are merely providing an
alternate way for the end user to reach the [Interexchange Carrier] of his choice -
- a choice the end user should already have by using an access code or dialing
an 800 or 950 number." If operator service customers have alternatives, less
protection is needed and LEC pricing flexibility is essential to permit the LECs an
opportunity to participate in the market.

The Commission suggests that the proposed service category is
appropriate because the Part 69 rate elements were used to establish the price
cap service categories initially. While the Part 69 rate elements may have been
useful in establishing categories for the first time, such a analysis is not
necessarily reasonable for each new service. Furthermore, the NPRM notes
that and the LECs have been filing waivers of Part 69 to establish a new
operator service rate elements. Although the LECs are required to file the Part
69 waivers prior to offering a new service, this does not justify creating a new
service category for a new rate element. If the Commission's general rule is
followed prospectively then every new service will produce a new service
category. Creating numerous new categories would severely uncut the intent of
the price cap rules and would undermine the incentive created by the price cap

rules.
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GTE recommends that operator services be placed in the information
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services of a similar nature. The common traits of these services promote the
grouping into one service category. GTE and United already have placed the

rates in this service category in their 1993 interstate access tariffs.

CONCLUSION

GTE opposes the establishment of a separate service category for
operator services as it would further reduce the LECs' already limited pricing
flexibility. Instead, GTE proposes that operator services be incorporated with
Directory Assistance in the Information element to permit additional pricing

flexibility.

Respectfully submitted,

GTE Service Corporation and its
affiliated GTE domestic telephone
operating companies
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